BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Missouri Gas Energy’s 

)

Tariffs to Implement a General Rate 


)
 
Case No. GR-2004-0209

Increase for Natural Gas Service


)

JOINT STATEMENT OF ISSUES, ORDER OF ISSUES, LIST OF WITNESSES, ORDER OF WITNESSES, AND ORDER OF CROSS-EXAMINATION


COMES NOW Staff of the Missouri Public Service Commission (Staff) and respectfully submits as follows: 

1. On November 4, 2003, Missouri Gas Energy (MGE or Company) filed with the Missouri Public Service Commission tariff sheets designed to increase rates for natural gas to customers in its Missouri service areas.  

2.
On December 18, 2003, the Missouri Public Service Commission (Commission) issued its Order Adopting Procedural Schedule wherein the Commission required the Parties to develop and agree on a List of Issues, to be determined by the Commission in this case.  The List of Issues was to be filed with the Commission on May 27, 2004; however, on May 27, 2004, with the agreement of the Parties to this case, Staff requested that the Commission extend the filing date for the List of Issues until June 4, 2004.  The Commission so ordered on May 27, 2004.

3. 
Commission Rule 4 CSR 240-2.080(21) provides:

Any list of issues ordered by the commission must contain one (1) or more questions presented for decision, stated in the following form per issue: in three (3) separate sentences, with factual and legal premises, followed by a short question; in no more than seventy-five (75) words; and with enough facts woven in that the commission will understand how the question arises in the case.

(A)  The questions must be clear and brief, using the style of the following examples of issue statements, which illustrate the clarity and brevity that the Parties should aim for:


1.  Example A:  The administrative Procedures Act does not require the same administrative law judge to hear the case and write the final order.  ABC Utility Company filed an appeal based on the fact that the administrative law judge who wrote the final order was not the administrative law judge who heard the case.  Is it reversible error for one administrative law judge to hear the case and a different administrative law judge to write the final opinion?


2.  Example B:  For purposes of establishing rates, ABC Utility Company is entitled to include in its costs expenses relating to items that are used or useful in providing services to its customers.  ABC Utility Company has spent money to clean up environmental damages resulting from the operation of manufactured-gas plants some 70 to 80 years ago.  Should ABC Utility Company be allowed to include these expenses among its costs in establishing its future natural gas rates?

4.
The Parties are unable to comply with the requirements of Commission Rule 4 CSR 240-2.080(21) due to the short time available to agree on a Joint List of Issues and fundamental differences on issues remaining in this case.  The Staff, however, has sought input from all Parties, and obtained input from most of the Parties in preparing the List of Issues contained herein.  Therefore, the Staff requests and hopes that the other Parties concur in this request, pursuant to 4 CSR 240-2.015, that, for good cause, the Commission waive the requirements of 4 CSR 240-2.080(21).


5.
Pursuant to the ordered procedural schedule, the Staff, with input from the other Parties, has assembled the following joint statement of the issues, calendar of issues and order of witnesses and order of cross-examination.  The listing of issues below is not to be considered as an agreement by any Party that any particular listed issue is, in fact, a valid or relevant issue.  Indeed, in the subsequent filing of position statements, some Parties may state that they consider a particular listed issue to not be a valid issue.  This “non-binding” listing of issues is not to be construed as impairing any Party’s ability to argue about any of these issues or related matters, or to restrict the scope of its response to arguments made by other Parties 

 STATEMENT OF ISSUES

The following is a list of contested issues that Staff has prepared after obtaining input from the other Parties in the case.  While Staff has endeavored to include and incorporate input that Staff has received in connection with this filing, Staff cannot represent that the Parties jointly agree to this List of Issues.  Staff anticipates that the Parties will file separately indicating this agreement or disagreement with the following List of Issues.  

RATE OF RETURN

Capital Structure 

What is the appropriate Capital Structure (i.e., the relative proportions of long-term debt, short-term debt, preferred equity and common equity) to use in calculating MGE’s cost of capital? 

Embedded Cost of Long-Term Debt 

What is the appropriate cost of long-term debt in calculating MGE’s cost of capital ? 

Return on Equity 


What is the appropriate return on equity in calculating MGE’s cost of capital? 

Cost of Preferred Stock
What is the appropriate cost of preferred stock in calculating MGE’s cost of capital?

Rate of Return Adder  

Should MGE be granted an additional 25 basis points of rate of return on account of its level of management efficiency?

RATE BASE

Gas Inventory  

What is the appropriate methodology to determine the injection price into storage per MMBtu to use in calculating MGE’s cost of service?  

Alternative Minimum Tax Credit

Should the Alternative Minimum Tax Credit be included in or excluded from Rate Base in calculating MGE’s cost of service?  

REVENUES

Customer Growth  

What is the appropriate methodology and measure of customer growth to be used in calculating the amount of revenue attributable to customer growth in calculating MGE’s cost of service? 

Weather Normalization 

What is the appropriate normalized weather analysis to be used for determining revenues in calculating MGE’s cost of service?   

Load Attrition 
Should a Load Attrition Adjustment be made and, if so, in what amount in calculating MGE’s cost of service?  

Capacity Release/Off System Sales  

What, if any, is the appropriate level of capacity release/off-system sales revenues to be used in calculating MGE’s cost of service? As an alternative to including capacity release/off-system sales revenues in the calculation of MGE’s revenue requirement, should the PGA-based revenue sharing mechanism proposed by MGE be adopted? 

EXPENSES

Pension Expense
What is the appropriate method of accounting for any MGE actual pension expenses in excess of the ERISA minimum amount of $0 that is recommended for use in calculating MGE’s cost of service? 

Bad Debts: Expense Level 

What is the appropriate level of bad debt write-offs to be used in calculating MGE’s cost of service? 

Bad Debts: Denial of Service Rule 


 What, if any, is the appropriate level of bad debts resulting from the Commission’s new Denial of Service Rule to be used in calculating MGE’s cost of service?   

Environmental Response Fund
Should the environmental response fund proposed by MGE be adopted and what, if any, level of environmental costs should be used in calculating MGE’s cost of service?  

Lobbying/Legislative costs
What is the proper ratemaking treatment of lobbying/legislative activities in calculating MGE’s cost of service? 

Depreciation Rates

What is the appropriate average service life of MGE’s plant to set the depreciation rates to be used in calculating MGE’s cost of service?  
Cost of Removal/Salvage 

What is the appropriate method for accounting for actual cost of removal/salvage expense in excess of the $771,039 recommended for use in calculating MGE’s cost of service?  

Incentive Compensation 

What, if any, is the appropriate level of MGE’s incentive compensation expense to be used in calculating MGE’s cost of service?  What, if any, is the appropriate level of Southern Union’s allocated incentive compensation expense to be used in calculating MGE’s cost of service?
Corporate Expenses: New York Office 

What, if any, is the appropriate level of cost associated with Southern Union’s New York office to be used in calculating MGE’s cost of service?  
Corporate Expenses: Lindemann/Brennan Salaries

What is the appropriate amount of salaries for Southern Union’s Chief Executive Officer/Chairman of the Board and Vice Chairman of the Board to be used in calculating MGE’s cost of service? 

TARIFF ISSUES
Late Payment Charges

Should MGE’s late payment charge be reduced from 1.5% per month to 0.5% per month?  

CLASS COST OF SERVICE/RATE DESIGN
Class Revenue Responsibility   
What is the appropriate level of revenue responsibility for each customer class to be used in calculating revenue? 

Fixed Monthly Rate Elements  

What is the appropriate level and structure for fixed monthly rate elements including the residential customer charge? 

Volumetric Rate Elements   

  
What is the appropriate level and structure of volumetric rate elements?  

Miscellaneous Service Charges

Should the Commission change the current tariffed charges for customer connects, standard customer reconnects, and transfer fees?

Low Income Proposals

Weatherization 

What is the appropriate level of funding for the low-income weatherization program and how should such funding be allocated among the geographic regions of MGE's service territory? 

Experimental Low Income Rate

What, if any, modifications should be made to the existing Experimental Low Income Rate Program? 

Experimental Energy Efficiency Programs including PAYS 

Should the Pay As You Save (PAYS) program proposed by the Office of Public Counsel be adopted? 

OTHER ISSUES

Merger and Acquisition Recordkeeping  

Should the Commission adopt Staff’s proposal to order Southern Union to keep time reports related to merger and acquisition activities? 
Gas Purchasing/Reliability Plan Reporting

Should the Commission order MGE to submit by October 1, 2004, a Natural Gas Supply Plan (updated annually)?  Should the Commission order MGE to submit by October 1, 2004, a Natural Gas Supply Reliability Analysis (updated every two to three years)? 

Legislative/Lobbying Time Reporting

Should the Commission adopt Staff’s proposal to order MGE to keep detailed time reporting on the amount of time employees spend on lobbying and lobbying related activities? 

Response Time to Commission-referred Customer Complaints/ Inquiries

Should the Commission order MGE to respond to Customer Complaints/Inquiries within three business days? 

GM-2003-0238 Cost and Allocation Study Issue

 
Should the Commission order MGE to complete and file a study concerning the impacts of the Panhandle Eastern Pipeline Company acquisition on Southern Union’s administrative and general expenses and cost allocation methodology? 

ORDER OF ISSUES AND ORDER OF WITNESSES

Premises: Each day will begin at 8:30 a.m., there will be traditional opening statements by each Party, mini-openings on each issue will be discussed immediately by the Parties and the Commission will  be advised by each Party or by all of the Parties at the time of filing of position statements.  The times indicated herein are merely guidelines.  The timing of actual hearing events may vary.  Staff has also endeavored to include all witnesses in this list under the appropriate subject matter but cannot be sure that it is complete.  All Parties should suggest any necessary corrections.  

Monday-6/21/04


8:30 a.m.-Opening Statements 
MGE







Staff 







Public Counsel










MGUA 

Jackson City/UMKC/CMSU 







Federal Agencies  







City of Kansas City 







City of Joplin 

Rate of Return 


Rate of Return-Cross-Examination
John Dunn (MGE)







John Gillen (available 6/22/04 at 8:30 a.m.)(MGE)







Roger Morin (available 6/28) (MGE)







Travis Allen (Public Counsel)







Barbara Meisenheimer(Public Counsel)

David Murray (Staff)

Tuesday-6/22/04


8:30 a.m.-Rate of Return-Cross-Examination continued

Wednesday-6/23/04


8:30 a.m.-Rate of Return-Cross-Examination continued


11 a.m.-Policy/Customer Service/Rate of Return Adder



Policy/Customer Service/Rate of Return Adder-Cross-Examination

MGE

John Quain (MGE)

Carlton Ricketts (MGE)

Jim Oglesby (MGE-to stand cross on legislative activities at this time also)

Kim Bolin (Public Counsel)

Debbie Bernsen (Staff-to stand cross on complaint/inquiry response time at this time also)







Mark Oligschlaeger (Staff)

Thursday-6/24/04


8:30 a.m.-Policy/Customer Service Rate of Return Adder-Cross-Examination continued

10:30 a.m.-Gas Storage Inventory & Capacity Release/Off-system sales/Gas Purchasing 

and Reliability Plan Reporting 


Gas Storage Inventory, Capacity Release/Off-system Sales, 

Gas Purchasing and Reliability Plan Reporting-Cross-Examination







Mike Noack (MGE)







John Hayes (MGE)







Jim Busch (Public Counsel)







Anne Allee (Staff)

2:00 p.m.-Bad Debts Expense Level


Bad Debts Expense Level – Cross Examination







Mike Noack (MGE)







Paul Harrison (Staff)

3:30 p.m.-Joint & Common Costs (including GM-2003-0238 Study issue)
Joint & Common Costs (including GM-2003-0238 Study issue)-Cross-Examination 






Mike McLaughlin (MGE)







Chuck Hyneman (Staff)











Mark Oligschlaeger (Staff)

Friday-6/25/04

8:30 a.m.-Joint & Common Costs (including GM-2003-0238 Study issue)-Cross-Examination continued

10:30 a.m.-Incentive Compensation, Pension Expense, M&A time reporting-

Incentive Compensation/Pension Expense/M&A Time reporting-Cross-Examination 
Mike Noack (MGE-to stand cross on customer complaint/inquiry response time at this time)

Deborah Hayes (MGE)

Dana Eaves (Staff)







Chuck Hyneman (Staff)







Kim Bolin (Public Counsel)

Monday-6/28/04


8:30 a.m.-Rate of Return-Cross-Examination continued







Roger Morin (MGE)


10:30 a.m.-Depreciation Expense


Depreciation Expense-Cross-Examination







Tom Sullivan (MGE)







Jolie Mathis (Staff)


2 p.m.-Cost of removal/Salvage


Cost of Removal/Salvage-Cross-Examination







Mike Noack (MGE)







Chuck Hyneman (Staff)


3:30 p.m.
Alternative Minimum Tax Credit


Alternative Minimum Tax Credit-Cross-Examination







Jim Warren (MGE—still confirming availability)







Paul Harrison (Staff)

Tuesday-6/29/04


8:30 a.m.—Environmental Response Fund


Environmental Response Fund-Cross-Examination







Mike Noack (MGE)







Alan Fish (MGE)







Kim Bolin (OPC)







Paul Harrison (Staff)


3 p.m.-Revenues (weather, growth, attrition)


Revenues (weather, growth, attrition)-Cross-Examination







Jay Cummings (MGE)







Paul Harrison (Staff)







Dennis Patterson (Staff)







Dan Beck (Staff)

Wednesday-6/30/04 


8:30 a.m.-Revenues (weather, growth, attrition)-Cross-Examination continued


1 p.m. Bad Debts-Denial of Service





Bad Debts-Denial of Service-Cross-Examination (Denial of Service)







 Mike Noack (MGE)







 Tom Imhoff (Staff) 

Thursday-7/1/04


8:30 a.m.-Class Cost-of-Service and Rate Design


Class Cost-of-Service and Rate Design-Cross-Examination







Jay Cummings (MGE)







Don Johnstone (JacksonCounty, et al. and MGUA)







Gary Price (Federal Agencies)







Jim Busch (Public Counsel)







Barbara Meisenheimer (Public Counsel)







Dan Beck (Staff)

Friday-7/2/04


8:30 a.m. -Late Payment Charge


Late Payment charge-Cross-Examination







Mike Noack (MGE)







Tom Imhoff (Staff)


10 a.m.-Lobbying/Legislative Costs (includes Lobbying/Legislative Time Reporting)

Lobbying/Legislative Costs (includes Lobbying/Legislative Time Reporting-Cross-Examination







Mike Noack (MGE)







Kim Bolin (Public Counsel)







Chuck Hyneman (Staff)


Low-income proposals


1:30 p.m.-Low-income proposals-Cross-Examination







Mike Noack (MGE)







Bob Jackson (City of Kansas City)







Barb Meisenheimer (Public Counsel)







Anne Ross (Staff)







Henry Warren (Staff)

 List of Witnesses 

MGE witnesses:





F. Jay Cummings

John C. Dunn 





Alan F. Fish





John J. Gillen





John Hayes





Deborah Hays





Michael J. McLaughlin





Roger A. Morin

Michael R. Noack

James Oglesby





John M. Quain





Carlton A. Ricketts





Thomas J. Sullivan





James I. Warren

Office of Public Counsel Witnesses





Travis Allen





Kimberly K. Bolin





James A. Busch





Barbara A. Meisenheimer

City of Kansas City Witness





Robert T. Jackson

Federal Executive Agencies Witness





Gary Price

Midwest Gas Users Association Witness





Donald E. Johnstone

Missouri Public Service Commission Witnesses





Anne M. Allee





Daniel I. Beck





Deborah Ann Bernsen





Dana E. Eaves





Kim Elvington





James A. Gray





Paul R. Harrison





Charles R. Hyneman





Thomas M. Imhoff





Leslie L. Lonergan





Jolie L. Mathis





David Murray





Mark L. Oligschlaeger





Dennis Patterson





Lesley R. Preston





Anne E. Ross





Henry E. Warren

Order of Cross-Examination

MGE witnesses: 

City of Kansas City





City of Joplin





Federal Agencies





Jackson County/UMKC/CMSU





MGUA





Public Counsel





Staff

Staff witnesses:

Public Counsel



City of Kansas City

City of Joplin

Federal Agencies

Jackson County/UMKC/CMSU

MGUA

MGE

Public Counsel witnesses:
Staff





City of Kansas City





City of Joplin





Federal Agencies





Jackson County/UMKC/CMSU





MGUA





MGE

MGUA and Jackson County/UMKC/CMSU witnesses:
City of Kansas City









City of Joplin









Federal Agencies









MGE









Staff

Public Counsel

Federal Agencies witnesses:
Jackson County/UMKC/CMSU





MGUA





MGE





City of Kansas City





City of Joplin





Staff





Public Counsel

City of Kansas City witnesses:
City of Joplin






Jackson County/UMKC/CMSU






MGUA






MGE






Staff






Public Counsel  



WHEREFORE, Staff respectfully requests that the Commission accept the Joint Statement of Issues, Order of Issues, List of Witnesses, Order of Witnesses, and Order of Cross-Examination.  

Respectfully submitted,








DANA K. JOYCE








General Counsel

/s/ Robert V. Franson





Robert V. Franson


Senior Counsel



Missouri Bar No. 34643








Attorney for the Staff of the 








Missouri Public Service Commission








P. O. Box 360








Jefferson City, MO 65102








(573) 751-6651 (Telephone)








(573) 751-9285 (Fax)








robert.franson@psc.mo.gov
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